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D. Pension Provisions 

The bill reduces the limits on contributions to, �~�~�d� benefits 
from, tax-qualified pension plans. The limit for defined contri
bution plans is reduced from $45,475 to $30,000 per year, and the 
limit on annual benefits in a defined benefit plan is reduced from 
$136,425 to $90,000. The indexing of these limits is suspended 
until 1986. Limits are placed on loans from retirement plans. 
Rules are provided to achieve parity between corporate and non
corporate pension plans. A $100,000 cap is placed on the estate 
tax exclusion for annuities. Finally, there are modifications 
in the rules relating to retirement plans for church employees, 
State judicial retirement plans, profit-sharing plans for disabled 
employees, and group trusts. A nondiscrimination rule is added for 
employer-provided group term life insurance. 

E. Taxation of Life Insurance Companies 

The bill makes a series of changes in the tax treatment of 
life insurance companies and annuities. The Modco provisions of 
present law are repealed, and the formula for revaluing preliminary 
term reserves is changed. In addition, a number of provisions 
are adopted to reduce insurance company taxes for a 2-year stopgap 
period. There are also new rules relating to annuity contracts 
and (for 2 years) flexible �p�r�e�m�i�~� contracts. 

F. Employment Tax Provisions 

1. Independent contractors 

The bill provides that real estate agents and direct sellers 
will be treated as self-employed persons and extends the �m�o�r�a�t�o�r�i�l�l�i�~� 

and interim relief provisions relating to independent contractors. 

2. Federal unemployment tax 

The wage base subject to the Federal unemployment tax is 
increased to $7,000 and the Federal tax rate to 3.5 percent. 

3. Medicare coverage of Federal employees 

The bill subjects Federal employees to the hospital insurance 
portion of the social security tax and makes them eligible for 
�~�e�d�i�c�a�r�e�.� 

G. Excise Taxes 

1. Airport and airway taxes 

The bill reauthorizes the airport and airNay trust fund 
t hrouah 1987 and reinstates (with some mcdi=ications) av iation 
�e�x�c�i�s�~� taxes which were reduced in 1980. 
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2. Telephone tax 

The bill increases the telephone tax to 3 percent for the 
years 1983 through 1985 and terminates the tax after 1985. 

3. Cigarette excise tax 

The bill increases the cigarette excise tax by 8 cents per 
pack through September 30, 1985. 

4. Windfall profit tax 

The bill repeals the special windfall profit tax adjustment 
for transportation costs applicable to Alaskan oil and clarifies. 
the exemption for Alaskan native corporations. 

H. Miscellaneous Provisions 

The bill contains the following miscellaneous changes in the 
tax law: 

a. Extension of the exclusion for National Research Service 
Awards. 

b. Tax-exempt status for certain amateur athletic organizations. 

c. Modification of the provision denying deductions for payments 
to foreign goverr~ent officials. 

d. A technical change permit~ing use of annual accrual 
accounting for partnerships growing sugarcane. 

e. Modifications to the provision awarding reasonable attorneys' 
fees i~ civil tax cases where ~he government's position was un
reasonable. 

~ Modification of the definition of a lending or financial 
busi~ess under the personal holding company tax. 

g. Additional refunds of the excise tax on buses. 

h . Modi=ication of the rules under which veterans organiza
tions may qualify for tax-exempt status. 

i. A revision of the rules limiting the disclosure of tax 
LD f or mation in nontax criminal investigations. 

j . Authorization for the Secretary of the Treasury to vary 
the i nvestment yie l d on savings bonds and to issue additional 
long-ter m debt. 

k . Re l ief for t he Jefferson County Mental Health Center. 

( 
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) 1. Modifications of the New Jersey general revenue sharing 
allocation. 

m. Modifications to the Communications Act of 1934 facili
tating the movement of VHF television stations to States which 
do not currently have such stations. 

I. Revenue Effect 

The bill is expected to raise $18.0 billion in fiscal year 
1983, $37.7 billion in 1984 and $42.7 billion in 1985. 




